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I.  FINDINGS  ON  EXISTING  FISCAL  STRUCTURE  AND  METHODS 

The  fiscal  structure  of  the  Connecticut  state  government  has  not 
been  thoroughly  overhauled  and  modernized  at  any  time.  It  is  today 
a  curious  mixture  of  antique  and  modem  agencies  and  devices.  Parts 
of  it  — '  the  Comptroller'^ s  and  the  Treasurer's  offices  - —  date  back  to 
colonial  days  when  the  functions  of  the  state  government  were  quite 
limited  in  scope  and  the  total  requirements  were  only  a  few  thous- 
ands of  dollars  a  year«  In  those  days  the  administration  of  the 
state  did  not  involve  management  problems  calling  for  the  exercise 
of  responsible  and   continuous  control  over  the  state* s  finances, 
hence  there  was  no  special  need  for  an  integrated  fiscal  system. 

As  the  functions  of  the  state , government  expanded  in  scope  and 
•voliame  aroun.d  the  turn  of  the  present  century,  their  need  for  rev- 
nnes   increased.  Soon  tlis  need  became  important  enough  to  require 
the  establishment  of  a  Tax  Department  to  look  after  the  assessment 
and  collection  of  the  state's  major  taxes,  work  that  had  previously 
been  taken  care  of  largely  by  the  constitutional  officers.  Kien  as 
the  administrative  tasks  of  the  state  grew  in  volume  and  complexity 
the  resulting  fiscal  problems  were  met  not  by  centering  authority 
and  responsibility  in  the  Governori,  but  by  setting  up  such  ineffec- 
tive agencies  as  the  Board  of  Control  and  the  Board  of  Finance,  and 
later  their  successor,  —  the  Board  of  Finance  and  Control.  The  last 
mentioned  -board  was  in  turn  displaced  in  1937  by  the  present  Depart- 
ment of  Finance  and  Control.  Some  other  fiscal  agencies  have  since 
been  added,  notably  the  Finance  Advisory  Committee »  Tiiis  committee 
is  concerned  mainly  with  transferring  appropriated  sums  at  the  re- 
quest of  the  vspending  agencies  and  with  authoriaing  additional  appro- 
priations in  the  interim  period  between  the  regular  sessions  of  the 
General  Assembly. 

The  resulting  fiscal  organization  of  the  state  government  is 
now  quite  complex  and  so  constructed  as  to  be  without  responsible 
leadership  and  direction.  Its  several  parts  often  work  at  cross  pur- 
poses; its  operations  overlap  and  duplicate  each  other  and  are  both 
cumbersome  and  expensive;  its  controls  are  poor  and  its  basic  re- 
ports are  tardy  and  sometimes  uiireliable .  Not  only  are  the  fiscal 
functions' of  the  state  improperly  arranged  and  distributed  in  the 
present  pattern,  but  they  are  often  mere  adjuncts  to  wholly  unre- 
lated operating  services^  as  is  the  case  in  the  present  Comptroller's 
office.  The  general  effect  of  the  whole  fiscal  administration,  as 
at  Iresent  structurally  constituted,  is  to  defeat  legislative  in- 
tent and  purpose j,  and  to  confuse  the  Governor's  authority  and  de- 
tract from  his  responsibility  and  initiative  in  directing  the  state's 
business. 

A  brief  review  of  the  functions  and  methods  of  the  various  fis- 
cal departments,  offices  and  agencies  of  the  state  government  (see 
casart  I)  will  bear  out  the  foregoing  general  criticisms  of  the  pre- 
sent syst^s,  or  perhaps  more  accurately  stated  —  the  present  lack  of 
system » 
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The  Cemptroller's  Office 

The  Comptroller  (originally  appointed  by  the  General  Assembly; 
now  elected  for  the  same  term  as  the  Governor)  is  the  key  fiscal  add 
accounting  officer  of  the  state  government.  His  principal  constitu- 
tional duties  are  to  control  the  receipt  and  expenditure  of  state 
funds  and  to  maintain  the  general  accounts.  At  the  same  time,  ha 
is  given  numerous  statutory  duties,  some  of  which  from  the  stand- 
point of  volume  and  political  importance  completely  overshadow  his 
accounting  and  control  functions.  Many  of  these  statutory  duties 
are  of  an  operating  nature  and  as  such  are  incompatible  with  his 
function^  as  Comptroller.  They  involve  the  expenditure  of  large 
sums  ©f/monly,  admittedly  with  extessive  patronage  possibili- 
ties. In  carrying  on  his  assigned  work  he  is  called  upon  to  author- 
ize as  administrative  officer,  many  expenditure  outlays  -rffcich  he 
later  must  approve  as  comptroller.  Hence  he  is  in  effect  his  cwn 
controller  for  the  requirements  of  the  operating  functions  which  he 
manages. 

The  wide  variety  and  incompatibility  of  the  Comptroller* s  pre- 
sent functions  may  be  shown  by  means  of  a  brief  summary  of  his  sore 
important  functions  classified  under  the  headings  of  fiscal  and  iion- 
fiscal.  The  principal  fiscal  duties  of  the  Comptroller  are  as  follows: 

1.  To  maintain  a  register  of -the  warrants  drawn  on  th.*^';Treasurer 
(constitutional). 

2.  To  adjust  and  settle  all  public  accounts  and  demands,  except 
grants  and  orders  of  the  General  Assembly  ( constitutional  )s 

3.  To  prescribe  the  jgiode  of  keeping  and  rendering  all  public 
accounts  (constitutional)* 

4.  To  act  ex  officio  as  one  of  the  auditors  of  thV  Treasurer's 
accounts  (constitutional). 

5.  To  keep  appropriation  accounts  and  to  see  that  no  payments 
are  made  by  the  Treasxirer  except  when  appropriations  therefor 
are  available  (statutory). 

6.  To  require  accounting  reports  and  related  information  from 
all  state  departments  and  agencies  (statutory), 

7.  To  report  annually  to  the  (Bovemor  on  the  condition  of  the 
state's  finances  (statutory). 

The  important  non-fiscal  duties  of  the  Comptroller  are  as  follows: 

1.  To  act  with  either  the  Secretary  or  the  Treasurer,  or  bothj, 
in  canvassing  and  submitting  to  the  General  Assembly  the  re- 
turn of  votes  for  state  senators.  Governor,  Lieutenant  Gover- 

-  nor.  Treasurer,  and  Secretary  (constitutional). 

2.  To  supervise  the  planning  and  construction  of  buildings  and 
other  projects,  mainly  at  state  institutions,  through  the 
Real  Assets  Division  (statutory). 
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3«  To  discharge  the  duties  of  custodian  of  the  state  capitol 
and  other  state  buildings  and  properties  (statutory). 

4,  To  employ  stenographic  help  and  to  buy  supp^lies  and  printing 
for  the  General  Assembly  (statutory). 

5,  To  purchase  office  equipment  for  the  various  state  depart- 
ments and  agencies  (statutory). 

6,  To  arrange  for  and  purchase  from  private  companies  fire, 
liability,  :eidelitv,  and  other  issiirance  for  the  state  gov- 
ernment ( statutory) • 

7,  To  operate  the  state  employees'  retirement  system  and  the 
Connecticut  mmieipal  employees*  system  (statutory). 

S.  To  arrange  for  the  printing  and  circulation  of  public  docu- 
ments (statutory). 

It  should  be  observed  that  the  Comptroller* s  accounting  work 
is  greatly  hampered  rxot  only  by  an  outmdded  system,  but  also  by 
being  cramped  into  unsuited  and  disconnected  quaj^ters  in  the  state 
Capitol  building,.  Some  phases  of  the  work  are  conducted  in  fenced- 
off  hallway  space  on  the  ground  floor,  -while  others  are  carried  on 
in  the  attic  space  on  the  top  floor.  The  space  arrang;ement  is  about 
as  bad  as  it  coiild  possibly  be  for  the  conduct  of  the  operations  it 
is  intended  to  accommodate.  Quarters  of  such  a  character  resiolt  in 
lost  motion,  ujiavoldable  delays,  and  general  inefficiency  in  the 
handling  of  both  personnel  and  accounting  machines = 

The  State.  ■Tgeagurgr 

The  treasurer  (elected  for  the  same  tenr  as  the  Governor)  is  by 
constitutional  provision  changed  with  the  receipt,  custody  and  dis- 
bursement of  all  state  funds.  In  the  disbursement  of  these  funds, 
he  must  have  the  approval  of  the  Comptroller. 

Most  of  the  Treasurer's  duties,  in  conti^ast  with  those  of  the 
Comptroller,  are  in  keeping  with  the  primary  objectives  of  tfe  offie«. 
Aside  from  the  vote  canvassing  which  he  is  requii'ed  to  do  under  con- 
stitutional mandate  in  conjunction  v.dth  the  Comptroller,  he  does  not 
eiigage  in  a  number  of  unrelated  "functions.  It  is  true  that  he  is  res- 
ponsible for  some  minor  things  under  statutoi'y  prpTisicns  such  as 
licensing  itinerant  vendors  and  collecting  delinquent  taxes  on  gaso- 
line. His  largest  border-line  assignment  in  recent  years  was  the 
administration  of  the  state  bonus  for  the  Veterans  of  "World  War  II. 
This  assigrarsent  was  given  to  him  by  statute  and  has  now  been  prac- 
tically completed*  It  necessitated  setting  i^  in  the  Treasury  a 
Veterans*  Bonus  Division  stajfed  at  one  time  by  about  140  persons. 
The  Treasurer  vjas  assisted  in  this  work  by  the  Veterans'  Bonus  Commi- 
ssion, consisting  of  himself,  the  Governor,  and  the  Comptroller. 

There  is  at  present  considerable  duplication  of  accounting  re- 
cords as  between  the  offices  of  the  Treasurer  and  the  Comptroller, 
which  might  be  eliminated  by  the  installation  of  a  modem  accounting 
wystem  in  both  offices.  The  Treasurer  is  custodian  of  the  deeds  to 
all  state  properties,  which  need  to  be  systeanatically  classified  and 
entered  in  a  record  for  ready  reference.  In  the  investment  of 
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trust  and  other  funds,  the  Treasurer  is  advised  by  an  Investment 
Committee,  consisting  of  two  persons  appointed  by  the  Governor  with 
the  approval  of  the  Senate  and  The  Connnissioner  of  Finance  and  Con- 
trol ex  officio.  The  establishir.ent  of  this  agency  was  recommended 
by  the  Cross  Cormission. 

Department  of  Finance  and  Control 

The  Department  of  Finance  and  Contsi  was  created  in  1937, 
following  in  part  the  recorainendations  of  the  Cross  Coirjnission*s 
report,.. ,  It  is  headed  by  the  Commissioner  of  Finance  and  Control 
appointed  by  the  Governor  with  the  Senate* s  approval  for  a  four-year 
term  (the  Governor's  term  being  tv;o  years  lontil  January,  1951,  when 
it  mix   become  four  years).  Aside  from  the  comrrdssioner»s  office, 
the  ^vork  of  the  department  is  divided  ajsong  three  divisions:  budget, 
purchasing,  and  personnel.  Wie  head,  of  each:  diyj.sion  i&rec:arded  as 
being  in  the  permanent  classified  service  -of  th 3  state.  In  connec- 
tion with  the  Personnel  Division,  there  are  tv;o  boards,  a  Personnel 
•Appeal  Board  and  an  Advisory  Personnel  Coiranittee.  Ihe  fDi-mer  co^n- 
slsts  of  three  members  appointed  by  the  Governor;  the  latter  of  tw:; 
department  heads,  two  employees  in  the  classified  service,  and  one 
institution  head  h^ied  by  the  Governor,  plus  the  three  members  of 
the  Personnel  Appeal  Board. 

It  appears  that  1;he  Cross  Commission  in  reecmmsnding  the  esr> 
tablishm.ent  of  the  present  Department  of  Finance  and  Control  In- 
tended to  set  up  a  central  fiscal  establishment  operating  under  the 
general  direction  of  the  Governor.  This  design  was  partly  defeated 
in  the  outset  by  not  bringing  into  the  new  department  the  fiscal 
functions  of  the  Comptroller  and  the  Treasurer.  Then  the  term  -)■£ 
office  of  the  Coirjaissioner  of  Finance  and  Control  v/as  fixed  at  four 
years,  when  "the  Governor'' s  term  was  only  two  years,   rne  Cross  Com- 
mission ruled  out  the  idea  of  haiing  the  Comri-iissioner  sevvQ-^X   the 
pleasure  of  the  Governor,  thus  putting  continuity  in  office  ahead 
of  respcnsibility.  This  made  it  possible  to  have  a  situatioa  like 
the  present  one  in  vAxch  a  Democratic  C-overnor  has  as  his  chief 
fiscal  officer  a  holdover  Republican  Commissioner.  Then,  in  1943, 
the  responsibility  of  the  Governor  for  the  fiscal  operations  of  the 
state  government  v;as  further  dissipated  by  the  creation  of  .the  Fi- 
nance Advisory  Committee.  This  Comm.ittee  is  in  a  sense  a'  reversion 
to  the  Old  Board  of  Finance  and  Control  set  up  in  1927,  but  with 
powers  over  appropriations  extending  into  the  legislative  field. 

During  the  vrar  period  and  the  postwar  yaars,  vjhen  the  state 
departments  and  agencies  were  rapidly  expanding,  the  Coijjmissioner 
of  Finance  and  Control  neglected  to  exercise  vvhat  are  peJihaps  the 
most  sweeping  powers  granted  to  him.  by  the  statute  creating  his  de- 
partment. These  powers  relate  to  administrative  management  and  en-  r 
able  the  Commissioner  and  his  staff  to  investigate  the  internal  or- 
ganisation and  operation  of  any  state  agency  and  to  deter-mine  "the 
character J  amount,  quality  and  cost  of  the  service  rendered."  During 
the  past  decade  the  ComDiissioner  is  reported  to  have  looked  into 
only  one  department  of  the  state  government  on  any  si.ch  basis  —  that 
was  the  department  ■  of  Ms^tor  Vehicles.  For  that  invewtigation  he 
appears  to  have  had  an  improvised  staff o  He  has  not  developed  or- 
ganization and  management  specialists  as  a  part  of  his  regular  staffs 
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The  fiscal  authority  of  the  Commissioner  of  Finance  and  Control 
stems  mainlhy  from  his  supervision  over  the  budgeting,  personnel  and 
purahasing  of  the  administrative  departments  and  agencies.  This 
supervision  is  exercised  through  his  three  divisions,  but  always 
under  his  close  oversight  and  in  accordance  vdth  his  ideas  of  what 
is  good  fiscal  practice*  He  does  not  consider  that  he  is  in  the 
position  of  executing  fiscal  policies  for  the  Governor,  except 
perhaps  in  so  far  as  the  Governor's  ideas  are  in  line  with  his  own. 
He  stands  on  his  own  statutory  prerogatives  i/Aich  are  scraetimes 
construed  to  warrant  his  outright,  opposition  to  the  Goverhor's  plans. 
Although  he  may  not  on  occasion  ojpeJily  oppose  the  Governor,  he  never- 
theless can  thwart  the  Governor's  efforts  by  indirection.  He  has  been 
observed  to  operate  bntwe^n  the  Governor  and  the  General  Assembly 
in  such  a  way  as  to  increase  graatly  the  difficulties  of  legislative 
reception  for  the  Governor's  plans.  This  xiras  notably  apparent  in 
the  ease  of  Governor  Bowles*  budget  plans. 

The  work  of  each  of  the  three  divisions  of  the  Department  of 
Finance  and  Control  ^as  fallen  into  a  set  pattern  and  has  become 
merely  a  routine.  The  new  methods  and  techniques  in  budgeting, 
pej-sonnel  supervision,  and  pur  cheesing  developed  during  the  past 
decade  have  not  been  studied,  adapted  and  applied  as  they  might  have 
been.  Much  needed  ingenuity  and  progressiveness  appear  to  be  lack- 
ing. The  result  is  that  with  the  uncertain  postwar  conditions 
coupled  \\r±th   the  pressure  of  expanding  state  services,  the  old 
procedures  are  rapidly  becoming  inadequate  and  are  more  and  more 
necessitating  resort  to  stop~gap  methods.  The  state's  fiscal 
administration  is  rapidly  approaching  the  rather  critical  point  at 
T(diich  it  is  largely  a  matter  of  improvising  from  day  to  day  to  meet 
a  series  of  developing  emergencies.  Budgeting  under  such  an  approach 
becomes  a  very  unstable  processj  estimates  are  unreliable,  expenditure 
limits  cannot  be  maintained,  and  the  government's  fiscal  condition 
is  in  a  constant  state  of  uncertainty. 

The  Personnel  Division  and  the  Purchasing  Division  have  been 
studied  and  reported  on  under  other  assigmsnts.  For  this  report,  a 
few  observations  may  be  made  on  the  work  of  the  Budget  Division. 
Aside  from  the  director,  there  are  an  assistant  director  (vdio  is 
also  a  budget  examiner)  and  four  budget  examiners.  The  state  de- 
partments and  agencies  are  parceled  out  and  definitely  assigned  to 
the  assistant  and  the  four  examiners.  Saeh  examiner  is  responsible 
for  reviewing  the  budget  estimates  of  his  agencies  and  for  making 
recommendations  thereon  to  the  director.  .After  the  budget  has  been 
prepared  and  the  appropriations  have  been  authorised  by  the  General 
Assembly,  it  is  again  the  duty  of  the  examiners  to  see  their  agencies 
submit  the  required  quarterly  allotments  and  to  recommend  at  the 
beginning  of  each  quarter  the  amounts  of  the  allotments  to  be  approved 
for  that  quqscterly  period.  These  allotments,  wtien  approved,  are 
sent  to  the  Comptroller  for  the  purpose  of  appropriation  control. 
During  the  quarter  any  ado'ustments  or  transfers  in  the  appropriations 
are  reviewed  by  the  examiners  and  necessary  changes  are  reported  to 
the  director  and  the  Commissioner  of  Finance  and  Control,  who 
determine  the  items  that  need  the  approval  of  the  Governor  and  the 
Finance  Advisory  Committee. 
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In  the  interim  between  the  periods  of  budget  preparation  the 
examiners  are  supposed  to  be  busy  studying  the  operations  of  their 
assigned  departments  and  agencies  so  as  to  be  in  a  position  to  pass 
intelligently  on  all  expenditure  reqxiirements.  Tliere  is,  however, 
little  factual  basis  of  judgment;  adequate  costing  and  performance 
data  are  generally  lacking,  except  perhaps  in  one  or  two  depart- 
ments. Services  and  other  acquisitions  are  stressed  in  the  budget   ■: 
instead  Qf  programs  of  work  or  objectives  of  operation.  The  budget  r 
examiners  are  therefore  concerned  primarily  with  the  means  rather 
than  the  end  results;  practically  all  their  decisions  relate  to  the 
things  to  be  acquired  by  the  departments  and  agencies  rather  than  the 
work  to  be  done.  Departmental  policiesj,  plans  and  work  programs  are 
secondary  matters,  if  indeed  they  are  even  considered  in  making  up 
and  executing  the  budget. 

The  Tax  Department 

The  Tax  Department,  headed  by  the  Tax  Commissioner,  dates  back 
to  1901.  Some  additional  tax  functions  v^ere  transferred  to  it  in 
1937  and  1939  in  accordance  with  the  recommendations  of  the  Cross 
Commission.  Then  with  the  adoption  of  the  sales  and  use  tax  in  1947, 
the  personnel  of  the  department  was  practically  doubled. 

The  Tax  Department  now  administers  most  of  the  important  taxes 
of  the  state  government  with  the  exception  of  the  tax  on  gasoline 
and  the  tax  on  out-of-state  insurance  comparJ.es.  The  Cross  Cojnmi- 
ssion  recommended  that  both  of  these  taxes  should  be  under  the  Tax 
Department.  No  action  was  taken  on  the  transfer  of  the  gasoline  tax. 
3Un  1937,  the  tax  on  out-of-state  insurance  companies  was  put  under 
the  Tax  Department,  but  two  years  later  it  was  transferred  back  to 
the  Insurance  Department  on  account  of  the  difficulties  of  administra- 
tion apart  from  the  regulatory  features  of  the  companies » 

The  Tax  Commissioner  is  appointed  by  the  Governor  with  the 
Senate's  approval  for  a  term  of  four  years.  The  Commissioner  names 
the  Deputy  Commissinner.  The  statutory  provisions  indicate  that  the 
organization  and  administration  of  the  department  are  entirely  in 
the  hands  of  the  Commissioner o  Although  the  several  divisions  of 
the  department  are  not  recognized  as  administrative  entities  in  the 
law,  they  have  nevertheless  become  so  established  in  practice  and 
each  one  now  jealously  guards  its  tax  functions  and  personnels  The 
resialt  is  that  the  Tax  Department  does  not  operate  as  an  integrated 
unit  J,  but  as  five  or  six  separate  divisions,  each  division  having 
its  own  central  services,  such  as  supplies,  mechanical  equipment  and 
files.  This  means  that  there  is  considerable  duplication  of  work 
and  records.  It  also  means  that  as  many  as  five  reports  may  be 
required  annually  of  some  taxpayers  when  it  shoiold  be  possible  to 
administer  their  taxes  satisfactorily  with  one  comprehensive  report. 
Then,  too,  some  business  concerns  may  be  visited  f©ur  or  five  times 
a  year  by  different  departmental  auditors  assigned  to  check  their 
books.  All  of  this  adds  up  to  extra  work  and  bother  for  the  tax- 
payers and  increased  expenses  for  tax  administration. 

The  Tax  Department,  aside  from  the  office  of  the  Commissioner, 
consists  of  the  following  divisions:  (1)  inheritance  tax,  (2) 
corporation,  (3)  excise,  (4)  sales  and  use  tax,  (5)  mvinicipal. 
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and  (6)  research.  The  last -mentioned  division  is  little  more  than 
an  office  for  the  research  director  and  an  assistant,  vdth  files, 
periodicals  and  other  working  materials.  The  other  five  divisions 
are  headed  by  directors,  there  being  also  an  assistant  director  in 
the  case  of  the  Sales  and  Use  Tax  Division.  All  of  these  officers 
are  understood  to  be  in  the  permanent  service  of  the  state o 

The  Inheritance  Tax  Division  administers  the  inheritance  or 
succession  tax,  the  estate  tax,  the  estate  penalty  tax,  and  the  four 
mills  tax  on  certain  investments.  With  the  possible  exception  of 
the  last-mentioned  tax,  these  taxes  constitute  a  homogeneous  group 
for  purposes  of  administration.  They  differ  from  the  ether  taxes  of 
the  department  in  that  they  involve  the  cooperation  of  certain  tovm 
officials  in  the  process  of  their  administration.  They  are  also 
of  such  a  nature  that  the  division  must  place  major  emphasis  on  the 
legal  work  in  making  determinations.  The  accounting  records  of  the 
division  are  manually  kept  at  the  present  time  for  personal  reasons, 
although  they  should  be  easily  adaptable  to  machining  and  should 
follow  a  unifomi  system  for  the  department  as  a  vrficle. 

The  Corporation  Division  administers  and  collects  the  corpora- 
tion business  tax,  and  the  taxes  imposed  on  domestic  insurance 
companies  and  on  public  service  corporations.  The  division  maintains 
its  own  exam.inlng  staff,  corporation  records,  and  accounting  system. 
independent  of  the  other  divisions  of  the  depai^tmento  About  17,000 
corporation  returns  are  handled  annually. 

The  Excise  Division  administers  the  tax  on  unincorporated 
mercantile  and  manufacturing  business,  the  cigarette  tax,  the  tax  on 
alcoholic  beverages,  and  the  tax  on  places  ef  amusem.ent  based  on 
seating  capacity.  Each  of  these  taxes  represents  a  section  in  the 
organisational  set-up  of  the  division.  The  cigarette  tax  and  the 
alcoholic  beverage  tax  are,  however,  combined  for  purposes  of 
administration,  having  the  same  supervisor  and  the  sam.e  set  of 
examiners.  This  is  likewise  true  of  the  imincorporated  business 
tax  and  the  am.usement  ta>:.  The  examiners  are  in  turn  enumerators^ 
office  auditors,  investigators,  and  field  auditors  as  required. 
There  are  about  40,000  unincorporated  businesses  that  report 
annually  tc  the  division e  These  businesses  plus  the  incorporated 
concerns  make  up  the  great  bulk  of  the  businesses  reporting  on  a 
quarterly  basis  to  the  Sales  and  Use  Ta:>:  Division. 

The  Sales  and  Use  Tax  Division  was  established  in  July,  1947, 
following  the  passage  of  the  act  authorizing  the  levy  of  a  "temporary' 
sales  and  use  tax  for  the  state.  She  administrative  procedure 
by  the  division  v;as  largely  copied  from,  that  in  vogue  in  California. 
The  division  has  come  tc  have  six  well-defined  sections  dealing 
with  receiving  and  processing  the  returns, with  tabulating,  ivith 
delinquency  and  adjustment,  field  audit,  legal  problems  and 
business  m.anagem.ent .  The  business  m-anagement  section  conducts  for 
the  division  many  elemesits  of  over-all  departmental  services,  such 
as  budgeting,  purchasing,  personnel  supervision,  mail,  files,  stock 
room,  clerical  pool,  and  so  c-n.  Apparently,  efforts  have  been 
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made  to  put  the  administration  of  the  Jvision  on  a  self-contained 
basis.  To  this  end,  the  division  has  its  own  v/ell-equipped  tabulat- 
ing; section,  and  its  o\m   team  of  office  and  field  auditors,  and  its 
own  legal  talent «  The  division  operates  on  the  basis  of  quarterly- 
returns  from  about  55»000  ta^:payers.  The  great  bulk  of  these  tax- 
payers also  msJcc  annual  returns  either  to  the  Corporation  Division 
or  to  the  Excise  Division  of  the  Tax  Department,  A  study  of  the 
administrative  requirements  of  the  three  divisions,  locking;  f:rv;ard 
to  a  consolidation  or  reduction  in  the  nraiber  of  returns  fron;  each 
taxpayer,  woald  s&eiri  to  be  very  much  needed.  At  least  there  is  the 
possibility  of  consolidating  the  quarterly  returns  for  sales  tax 
purposes  into  an  annual  return  v.lth  estimates  and  pai^nents  on  a 
quarterly  basis  as  in  the  case  of  the  federal  v.'ithholdin;^,  ta>:  on 
salaries  and  x-^ages.  It  is  also  possible  to  stagger  the  quarterly 
paiTTients  so  as  to  have  them  coming  in  every  m.onth  in  about  equal 
volume  and  thus  obviate  the  peak  work  loads  for  the  division,  and 
at  the  same  time  afford  a  constant  flow  of  revenue  into  the  state 
treasuryo 

The  municipal  division  has  as  its  m.ain  functions  the  conduct 
and  supervision  of  annual  audits  of  the  towns  and  other  political 
sub-divisions,  the  compilation  of  several  statistical  docurrents 
with  respect  to  mu-nicipal  finances,  and  the  rendering  of  advisory 
service  to  the  tovvns  on  ta;>:  assessment  and  collection,  and  on 
fiscal  maziagement.  The  accounting  staff  of  the  division  gives 
approximately  45  per  cent  of  its  time  to  the  annual  audits  of  4? 
towns,  5  boroughs,  and  12  other  political  subdi^Jfeions.  It  spends 
another  35  per  cent  of  its  time  in  revievang  the  annual  audits 
conducted  by  private  accountants  in  the  fcther  121  municipalities 
and  their  subdivisions.  The  remaining  20  per  cent  of  the  staff* i 
time  is  dev®ted  to  compiling  statistical  materials  and  to  carryin 
out  special  assigninents.  The  result  is  that  the  statistical 
materials  are  more  or  less  neglected,  and  those  that  appear  are  s:> 
long  overdue  as  to  lose  much  of  their  imm.ediate  value..  The  advisory 
service  to  the  towns  is  limited  to  what  the  director  of  the  division 
can  provide  along  with  his  other  duties. 

Finance  Advisory  Committee 

The  Finance  Advisory  Committee,,  established  in  1943,  is  com- 
posed of  the  Governor,  Lieutenant  Governor,  Treasurer,  Comptroller, 
and  two  senators  and  three  representatives  from  the  joint  appropria- 
tions ccrartiittee  of  the  General  Assem.bly.j  Not  more  than  three  of 
the  legislative  mem.bers  can  be  from  the  same  political  party^  The 
Committee  meets  regularly  on  the  first  VJednesday  in  each  monthp  and 
at  such  other  times  as  the  Governor  may  designate.  The  Commissioner 
of  Finance  and  Control  serves  as  clerk  of  the  Comiidttee  and  the 
Budget  Director  as  assistant  clerk.  The  agenda  for  the  meetings 
of  the  Committee  are  prepared  in  the  office  of  the  Corairdssioner  jf 
Finance  and  Control,  All  items  on  the  agenda  are  cleared  by  the 
Commissioner,  who  indicates  his  approval  or  disapproval.  Very  few 
items  reach  the  agenda  with  his  disapproval,  and  still  fewer  of 
them  adopted  by  the  Committee o 
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Th©  Committee  has  authority  to  transfer  appropriations  within 
departments  and  other  spending  agencies  above  the  $lyCX}0  limit  set 
on  the  Governor* s  power  of  transfer.  The  Committee  can  also  make 
out-and-out  appropriations  for  tax  refunds  and  for  expenditixrec 
from  certain  special  funds,  «uch  as  the  highway  fund. 

An  increasing  number  of  transactions  come  before  the  Committee 
each  year*  During  the  fiscal  year  1947 -4^  there  were  about  250 
transactions,  and  the  next  fiscal  year  about  270.   These  transactions 
involved  transfers  and  additional  appropriations  of  from  $12,000,000 
to  $15,000,000  each  year,  enough  to  change  very  materially  the 
budget  plan  and  to  defeat  the  present  scheme  of  appropriations.  In 
July  and  August,  1949,  highway  fund  resources  alone  were  authorized 
for  expenditure  by  the  Committee  to  the  total  of  more  than  ^6,500,000. 

The  actions  of  the  Committee  are  taken  in  camera.  The 
Committee  is  so  constituted  that  neither  the  Governor  nor  the  General 
AsvSembly  can  be  held  responsible  for  its  decisions.,  The  Auditors 
of  Public  Accounts  have  protested  on  recent  occasions  that  the 
Committee  has  repeatedly  thwarted  the  intentions  of  the  General 
Assembly  by  switching  appropriations  around  for  certain  of  the 
operating  departments  and  agencies.  They  have  cited  instaD.ces 
where  moneys  were  spent  with  the  approval  of  the  Committee  during 
the  biennium  for  purposes  which  had  previously  been  turrd  do^vn  by 
the  General  Assembly. 

Teachers*  Retirement  Boafed 

The  Teachers*  Retirement  Board  is  composed  of  the  Insurance 
Commissioner,  Bank  Commissioner,  Commissioner  of  Education  and  two 
members  elected  for  four-year  terms  by  the  members  of  the  Teachers* 
Retirement  Association,  with  the  aid  of  a  staff  of  about  15 
persons,  the  board  manages  the  teachers*  retirement  systein.  More  than 
llj,000  teachers  throughout  the  state  are  covered  by  this  system. 
The  retirements  are  paid  from  two  funds,  an  annuity  fund  (contributed 
by  the  teachers)  and  a  pension  fui3-d  (set  up  by  the  state  govern,-r.ent)o 
These  funds  are- in  the  custody  of  the  State  Treasurer. 

The  vfork  of  the  Teachers*  Retirement  Board  is  quite  similar 
to  that  of  the  State  Employees*  Retirement  Corrnission  (adrr.inistered 
by  the  Comptroller) «  Indeed,  the  teachers  in  state  institutions 
are  permitted  to  belong  to  either  the  teachers*  retirenient  or  the 
state  employees*  retirement.  This  suggests  that  it  is  quite 
feasible  to  administer  the  tv/o  retirement  systems  jointly  by  using 
the  same  staff  an,d  record -keeping  machines.. 

II  SUGGESTED  FISCAL  ORGANIZATION  AND  ADMINISTRATION 
Some  Basic  Considerations  and  :Ghan.2:es 


1.  The  fiscal  functions  are  in  the  main  necessary  adjuncts 
to  the  management  of  state  governitient .  The  Governor  should  therefore 
have  them  under  his  direct  supervision,  vrfiere  they  should  be  se$  up 
in  systematic  relationship  to  the  whole  state  administration.  These 
functions  shoiold  not  be  scattered  among  independent  officers  and 
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irresponsible  boards  as  they  are  now.  Tlie  present  fiscal  arrange- 
ment tends  to  thwart  the  powers  and  responsibilities  of  both  the 
Governor  and  the  General  Assembly. 

2.  In  the  reorganization  of  the  fiscal  functionc  under  the 
Governor* s  direction,  the  main  problem  is  not  entirely  one  of 
departmentalization  —  that  is,  of  setting  up  a  unified  department 
©f  finance  —  but  it  is  rather  one  of  proper  distribution  of  the 
fiscal  funos&ions  to  what  may  be  called  the  three  levels  of  modern 
state  administration.  These  levels  may  be  designated  as  (1)  the 
policy  and  management  Iffvel  immediately  associated  with  the 
Governor,  (2)  the  central  sftrvicfts  1ft vsl  which  consists  of  offices 
or  agencies  serving  all  the  operating  departments,  and  (3)  the 
operating  departmental  level  where  the  essential  processes  of  the 
govex'rmient  are  performed. 

Some  of  the  fiscal  functions,  like  budgeting  {which  is  essen- 
tially concerned  vath  the  development  of  policy),  belong  in  the 
first  level;  other  fiscal  functions,  like  centralised  purchasin^r;  and 
general  acco^onting  (which  are  in  the  nature  af  general  servicesT, 
belong  in  the  second  level;  but  certain  phases  of  budgeting,  purchas- 
ing and  accounting  are  required  in  the  third  level  ^onder  the 
operating  department So  Indeed,  the  basic  data  for  fiscal  policy 
and  control  must  largely  be  developed  at  the  operating  level,  although 
assembled  and  interpreted  at  the  policy  level.  Hence  the  character 
and  application  of  the  fiscal  phases  at  the  operating  level  largely 
determine  the  effectiveness  of  the  fiscal  operations  at  the  other 
tvfo   levels.  It  is  a  mistaken  idea  to  thinlc  that  financial  administra- 
tion can  be  successfully  imposed  from  the  top  do'vvn;  the  top  policy 
and  management  are  only  as  sound  as  the  operational  processes, 
controls  ,  and  informational  sources.  If  the  departments  at  the 
operational  level  carry  on  by  hunches  and  guesswork,  then  the  top 
management  must  dc  the  same  thing,  since  it  necessarily  lacks  the 
essential  facts  upon  T^.tiich  tcs  act. 

3c  It  is  necessary  from  the  standpoint  of  effective  financial 
administration  to  have  a  closely  integrated  series  of  operating 
department So  Nine  or  ten  large  operating  departments  vnuld  seem 
to  be  the  proper  n'omber  to  aim  at  for  Connecticut.  Then  each 
department  could  have  a  wall-organized  finance  division  to  take 
care  of  its  budgeting,  accounting,  costing,  and  related  f^onctions  — 
matters  which  should  properly  be  done  at  the  departmental  level. 
Fiscal  data  and  experience  gathered  at  this  level  vrould  then  mean 
something  at  the  policy  and  managem.ent  level. 

4,  The  relationship  of  the  Governor  to  the  General  Assembly 
on  fiscal  matters,  particularly  budget  planning  and  execution, 
needs  to  be  redefined   So  great  is  the  confusion  now  that  the 
Governor* s  budgetary  proposals  may  be  largely  disi^ardsd  by  the 
General  ^Assembly,  and  there  is  no  legislative  record  either 
explaining  or  justifying  such  action.  Legislative  customs  and 
usages  with  respect  to  money  billw  v^ere  not  revised  with  the 
adoption  of  the  Governor's  budget.  The  result  is  that  this  document 
has  no  preferred  standing  in  the  General  Assembly  any  more  than 
the  usual  governor's  message. 
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The  Governor* s  budget  is  now  without  any  priority  in  the 
legislative  review  and  action  on  money  matters.  It  should  be 
accorded  first  place  in  legislative  consideration  of  the  revenue 
and  expenditure  requirements  of  the  state  government,  otherwise 
it  is  useless  to  set  up  an  integrated  administration  and  to  prepare 
a  Governor's  budget.  Full  recognition  of  the  Governor's  right  to 
prepare  a  financial  plan  for  the  state  government  niean.s  a  revision 
of  the  present  rules  and  procedures  of  the  General  Assembly  and  a 
complete  change  in  the  political  attitude  of  that  body.  One  might 
say,  it  requires  even  more  than  that,  a  complete  change  in  the 
poBiical  climate  in  which  the  General  Assembly  now  operates. 

5.  As  a  safeguard  against  the  abuse  of  gubernatorial  power 
and  authority  under  an  integrated  and  responsible  administrative 
structure »  the  General  Assembly  should  develop  and  use  to  the 
fullest  extant  the  function  of  post -audit.  As  now  set  up  and 
operated  the  post-audit  agency  is  an  orphan  in  the  state  organiza- 
tion; it  is  tolerated  by  the  administration  and  practically  ignored 
by  the  legislature. 

The  Auditors  of  Public  AccouBts  should  discontinue  their  pre- 
audit  of  State  payrollsj,  and  should  parfcrra  continueus  post-audits 
of  all  acGOunts  and  financial  records  in  the  administration,  extend? 
ing  their  examinations  to  organizational  and  operational  methods 
and  practices.  They  should  report  to  a  small  joint  committee  on  public 
accounts  of  the  General  Assembly,  vmich  should  ro_eet  quarterly  be- 
tvreen  legislative  sessions*  The  staff  of  the  Auditors  sheuld  serve 
the  General  Assembly  in  making  legislative  investigations  for 
either  house  fir  for  any  of  the  coATimittees.  The  Auditors  shcald 
certify  to  all  important  financial  statements  issued  by  the  central 
accoimting  unit  of  the  administration. 

Prpposad  Functional  and  STructural  Chang^es 

lo  It  is  proposed  to  assign  budgeting  to  the  top  policy  staff 
of  the  Governor  for  the  development  of  fiscal  policies  and  the  pre- 
paration of  the  budget  (see  Chart  II).  It  is  proposed  to  place  ths 
execution  of  the  budget  largely  at  the  departmental  level  with  fre- 
quent repoi"ts  en  budget  operations  to  the  top  management  level. 

These  changes  wo^jld  mean  removing  the  budget  function  from  the 
present  Department  of  Finance  and  Control*  Presumably j.  the  other 
functions  of  this  department,  that  is,  purchasing  and  personnel, 
would  be  transferred  to  the  central  services  of  the  proposed 
organizational  set-up.  The  department  of  Finance  and  Control  woiJ.d 
therefore  be  abolished.  The  Finance  Advisory  Committee  would  also 
be  abolished,  aa^  since  it  would  not  be  required  'onder  an  integrated 
administration  and  a  nev^  budget  approach. 

2.  It  is  px-oposed  to  set  up  an  accounting  and  control  unit  as 
the  finance  group  of  the  central  services  (see  chart  II)  under  a 
controller  or  an  accountant  with  C.P.A*  qualifications.-  This 
officer  would  be  appointed  by  the  Governor  and  would  have  no  other 
duties  than  those  of  central  accounting  and  general  financial 
reporting. 
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This  change  would  mean  abolishing  the  office  of  elective 
Comptroller  now  written  in  the  constitution,  and  distributin>^  the 
Comptroller's  fiscal  and  non-fiscal  functions  to  appropriate  units 
in  the  new  administrative  organization. 

3.  It  is  proposed  to  set  up  a  treasm-'v  'jnit  in  the  finance 
group  of  the  central  services  (see  Chart  II)  under  a  treasurer 
v/ith  banking  and  investing  experience o  This  officer  would  be 
named  by  the  Governor.  He  v/ould  have  charge  of  the  receipt, 
custodj'-  and  disbursem-snt  cf  all  state  funds.  He  v;ould  also 
administer  the  retirement  systems  for  state  employees,  ir'jnicipal 
em.ployees,  and  state  teachers. 

This  change  would  require  the  office  of  elective  Treasurer 
nov;  in  the  Constitution  to  be  abolished.   The  statutory  State 
employees*  Retirement  Commission  and  the  Teachers*  Retii'ement 
Board  would  also  be  abolished.   The  investment  cornxnittee  as  now 
constituted  v-'ould  no  longer  be  needed. 

4.  It  is  proposed  to  make  the  present  Tax  Department  over 
into  a  revenue  unit  in  the  finance  group  of  the  central  services 
(see  Chart  II)  under  an  experienced  director  appointed  by  the 
C-overnor.  This  unit  wo^old  represent  a  comp3d:e  rearrangement  of  the 
present  ta:c  functions  to  facilitate  better  admiinistration»  It 
sho^old  be  advantageous  to  administer  all  business  tai^es  as  a  group, 
instead  of  having  them,  split  betv^-een  three  divisions  as  at  present. 
Tills  consolidation  v/ould  perrr.it  the  pooling  of  auditors  nov;  assigned 
to  the  three  separate  divisions,  reduce  or  eliminate  multiple 
inspections  of  the  sam.e  businesses,  cut  do;vn  on  multiple  forms  filed 
by  the  same  taxpayers,  and  facilitate  the  use  of  office  files,  lists 
of  concerns,  mechanigal  equipment,  and  clerical  and  stenographic 
forces.  It  is  proposed  to  combine  the  research  and  municipal 
divisions  into  a  single  group,  elimiinating  the  audits  of  local 
governments  now  made  directly  by  the  municipal  division  and  con- 
centrating on  mi-inicipal  statistics  and  advisory  services.   Tlie 
inheritance  tax  division,  because  of  the  peculiar  problems  involved, 
would  remain  as  an  admdnistrative  group =  It  is  proposed  to  transfer 
the  gasoline  tax  from  the  Motor  Vehicles  Department  to  the  revenue 
unit  to  be  administered  along  vdth  other  simdlar  taxes. 

5.  Follo'iiring  the  constitutional  changes  indicated  above,  it 
would  be  'feoth  possible  and  desirable  to  set  up  an  integrated  depart- 
ment of  finance,  headed  by  a  ccmjnissioner  appointed  by  the  Governoro 
The  commissioner  would  exercise  general  supervision  over  the  ^vork  of 
the  department.  Such  a  department  v;ould  have  three  major  sub- 
divisions; revenue,  treasury  and  general  acoo'cmtingo  A  forth 
subdivision  m.ight  be  motor  vehicles.  Departmental  integration  wo^old 
make  it  possible  to  combine  and  reduce  the  "housekeeping"  facilities 
of  the  separate  units,  to  substitute  treasury  cashiers  for  those 
now  in  the  tax  gathering  units,  and  to  minimize  the  necessary  fiscal 
and  accounting  routines. 

$.  Probably  half  million  dtsllars  could  be  saved  annually  in 
premiums  now  paid  to  pr4:vate  insurance  companies  by  the  establishment 
of  a  system  of  self -insurance  for  the  state  governm.ent,  covering  fire, 
liability,  explosi6n,  machinery,  fiidlity,  theft,  and  other  insurance. 
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The  balk  of  the  present  insurance,  with  total  coverage  in  the 
neighborhood  of  1100,000,000,  is  administered  by  the  Comptroller's 
office.  One  gathers  from  inside  circles  that  the  parceling  out 
of  the  insurance  policies  is  a  political  matter  vdaich,  -when 
pi'operly  kandled  produces  substantial  contributions  to  the  party 
exchequer.  According  to  the  findings  of  the  auditors  of  Public 
accounts, in  their  report  of  I'/Isy  IS,  1947,  on  the  general  insurance 
coverage  and  fidelity  bonds  in  the  Comptroller's  Office,  the  present 
insurance  is  being  poorly  handled  from  an  administrative  standpoint, 
and  the  policies  in  force  are  not  always  the  ones  that  are  most 
advantageous  to  the  state. 

If  the  premimas  now  paid  out  annually  were  set  aside  in  a  state 
insurance  f'and  for  a  period  of  five  years,  the  accumulation  in  the 
fund  —  some  ^2,500,000  — -  wo-uld  be  large  enough  to  protect  the 
state  government  against  all  insurable  contingencies  for  an  in- 
definite number  of  years.  This  would  seem  to  be  clearly  indicated 
by  the  past  experience  of  the  state  with  insurable  losses,  vriiich 
have  been  relatively  small  during  the  last  ten  or  fifteen  years. 

Im3jg^oy^ent3,..in .  St.afg,  .Budgeting 

1.  The  state  budj2;et  is  now  presented  on  an  organizatior^mit 
and  object  basis.  The  appropriations  follow  the  same  scheme.  Both 
budgetary  and  accounting  controls  are  set  on  objects  of  expendit^jra. 
Data  with  respect  to  work  programs,  plans,  operations,  and  results 
ara  quite  meager;  and  the  present  app#oach  to  budgeting  does  not 
require  or  even  encourage  the  development  ox  wuch  data.  Those 
departments,  notably  highways  and  education,  which  have  recently 
stressed  programming  in  their  work  have  found  it  necessary  to  make 
their  si-mKcary  reports  on  ti«)  bases,  one  on  an  object  basis  for  the 
Budget  Division  and  the  other  on  an  activity  basis  foi"  the  purposes 
of  their  own  administration. 

The  state  budget  should  be  presented  on  a  program  or  perfor» 
mance  basis.  It  would  then  show  the  programs  or  projects  carried  on 
by  each  department  or  agency  as  the  primary  bre<akdown.  These  programs 
cr  projects  would  be  translated  into  quantities j,  unit  costs,  and 
dollar  totals.  Attention  ^voxild  thus  be  foeussed  on  the  general 
character  and  relative  importance  of  the  work  to  be  done  or  the 
service  to  be  rendered  rather  than  on  the  things  to  be  acquired,  such 
as  persDnal  services,  contractual  services,  supplies,  and  materials,      "' 
and  equipment.  Administrative  officers  generally  think  of  their 
work  in  terms  of  programs^  plans,  objectives,  accomplishments,  and 
results.  A  budget  set  up  on  the  bame  basis  emphasizes  policy  matters 
and  managament  problems,  and  as  a  document  it  is  much  more  under- 
standable from  the  standpoint  of  legislative  and  popular  appraisal. 

2.  The  appropriation  structure  should  follow  the  program  budget, 
instead  of  remaining  on  the  object  basis  as  it  is  now.  Appropria- 
tions should  be  made  to  major  programs  or  activitiegKmder  each  de- 
partment cr  agency  rather  than  to  classes  of  objects  to  be  acquired. 
This  arrangement  would  permit  greater  flexibility  in  spending;  it 
would  reduce  to  a  minimum  the  necessity  for  transfers  during  the 
fiscal  year;  and  it  would  enable  the  top  management  to  set  controls 
on  the  really  significant  elements  of  state  administration. 
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3.  Comprehensiveness  of  the  budget  plan  should  be  stressed. 
Very  little  effort  was  made  in  this  direction  until  Governor  Bovrles* 
budget  was  being  prepared  for  the  1949  session  of  the  General 
Assembly,  The  putting  together  of  this  budget  was  handicapped  by 
poor  and  inadequate  information  and  by  the  reluctance  of  Budget 
Division  to  depart  from  its  established  routine  and  method  of 
presentation.  The  capital  program  of  the  state  needs  to  be 
carefully  developed  through  bpoad  planning  a^d  integration  of 
projects.  The  requirements  for  the  current  part  of  this  program 
shovild  then  find  a  definite  place  in  the  budget.  All  state  funds 
and  all  income  should  be  included  in  the  budget.  In  short,  the 
budget  should  present  a  complete  picture  of  all  the  financial 
requirements  of  the  state  government. 

4.  Special  funds,  which  in  most  cases  are  dedicated  moneys 
segregated  from  the  general  fund,  have  increased  at  an  alarming 

rats  in  recent  years.  There  are  now  over  100  of  these  funds,  which  it 
the  aggregate  amount  to  almost  as  much  as  the  general  fund.  Special 
funds  tend  to  complicate  the  problems  of  both  budgeting  and  they 
tie  the  hands  of  the  General.  Assembly  in  making  appropriations. 
They  increase  the  difficjlties  of  cvirrently  financing  the  require- 
ments of  the  state  government,  since  the  moneys  tied  up  in  numerous 
fund  balances  usiially  lack  fluidity. 

The  creation  of  special  funds  in  the  future  should  be  severly 
restricted,  most  of  the  existing  funds  should  be  abolished  and 
their  balances  consolidated  with  that  of  the  general  fund.  Several 
fiither  states  have  fotrnd  it  advisable  to  take  this  course. 

5«  More  attention  shovild  be  given  to  revenue  estimates.  The 
revenue  side  of  the  budget  has  been  exceedingly  poor.  The  estimates 
it  contained  have  been  based  largely  on  personal  observations  and 
hunches  rather  than  on  a  careful  analysis  of  business  and  economic 
trends.  An  examination  of  the  Budget  Director's  report  on  prospec- 
tive revenues  for  the  current  bienniian  which  was  made  to  Governor 
Bowles  on  August  26,  1949»  bears  out  the  foregoing  statement.  And 
the  subsequeht  exchange  of  letters  between  the  Governor  and  the 
Budget  Director  on  September  13,  1949,  removes  any  inkling  of  doubt 
one  may  have  as  to  the  superficial  basis  of  present  revenue  estimat- 
ing. 

6.  Under  a  budget  system  in  which  the  General  Assembly  is 
free  to  appropriate  more  than  the  Governor  recommends  in  his  budget, 
there  is  need  for  the  preparation  and  issuance  of  a  budget  review 
after  legislative  adjournment o  Such  a  statement  would  summarize 
briefly  the  appropriations  authorized  by  the  General  Assembly  as 
compared  with  those  recommended  by  the  Governor,  It  would  also 
exhibit  a  revised  estimate  of  revenues,  and  indicate  the  condition 
of  the  budgeted  funds  at  the  end  of  the  period.  A  statement  of 
this  kind  was  requested  by  Governor  Bowles  on  August  25,  1949,  but 
the  preparation  of  it  was  revused  by  the  Commissioner  of  Finance 
and  Control.  Such  a  statement  is  needed  for  the  purposesof  current 
executive  planning,  and  is  interesting  and  instructive  from  the 
standpoint  of  public  information. 
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7.  The  grovglng  complexity  of  the  state's  services  and  the 
large  voliime  of  spending  vriiich  is  now  required  to  maintain  these 
services  necessitate  annual  instead  of  biennial  budgeting.  In  the 
interest  of  more  accurate  and  effeditive  budgeting,  it  is  suggested 
that  constitutional  provision  shoixld  be  made  for  a  short  session 

of  the  General  Assembly  in  the  even-numbered  years.  This  session 
would  be  devoted  entirely  to  the  budget  and  related  matters  and 
should  not  take  more  than  a  month,  meeting  about  April,  when  the 
budget  would  be  presented  by  the  Governor.  Appropriations  could 
then  be  made  on  an  annual  basis  and  any  necessary  carry-overs 
reappropriated.  Several  million  dolars  of  appropriations  are  now 
made  on  a  biennial  basis  of  "continuing"  basis.  Since  these 
appropriations  may  fall  in  either  of  two  years  or  may  be  spread 
over  a  longer  period,  it  is  not  possible  to  know  definitely  the 
expenditures  authorizations  applicable  to  any  one  fiscal  year. 

.  The  time  of  submitting  the  budget  to  the  General  Assembly 
s^ioiild  be  moved  ahead  to  March  or  April  at  the  regiilar  sessions  in 
the  odd-numbered  years o  The  nearer  the  budget  is  prepared  to  the 
beginning  of  the  fiscal  year  to  be  financed  the  more  accurate  the 
estimates  are  likely  to  be.  Besides,  a  new  Governor  coming  into 
office  would  have  more  time  to  get  acquainted  with  the  needs  of  the 
state  government  and  to  get  his  policies  vdriipped  into  shape  for 
presentation  in  the  budget »  It  is  expecting  a  lot  of  a  new 
Governor  to  require  him  by  statute  to  get  his  budget  into  the  General 
Assembly  within  a  month  after  he  takes  office.  ^Vhile  the  job  may 
be  do  ne,  as  Governor  Bowles  demonstrated,  it  involves  long  hours    g 
of  overtime  on  the  part  of  the  Governor  and  his  advisors  and  assistant 

8.  VJhen  the  General  Assembly  has  unlimited  power  to  appropriate 
state  funds,  it  has  been  deemed  advantageous  from  a  budgetary  stand- 
point to  give  the  Governor  the  item  veto.  The  Governor  of  Connec- 
ticut now  exercises  this  veto  power  by  constitutional  grant  approved 
by  the  voters  in  1924.  Under  the  old  fonn  of  detailed  appropria- 
tions are  limped  together  it  becomes  less  useable  as  a  device  for 
keeping  legislative  authorisations  i^dthin  budget  limits.  Vlhen   the 
present  appropriation  v'structure  is  brought  in  line  vdth  the  proposed 
program  budget,  it  would  be  advisable  to  extend  the  Governor's  veto 
power  to  include  the  reduction  as  well  as  the  elimination  of  • 
appropriation  items. 

9.  In  the  execution  of  the  budget,  the  controls  used  at 
present  are  weak  and  often  ineffective.  These  controls  are 
exercised  by  the  central  fiscal  agencies,  —  the  Department  of 
Finance  and  Control  and  the  Compti^oller*s  office,  —  and  relatively 
little  responsibility  is  now  put  upon  the  operating  departments 
and  agencies.  The  quarterly  allotment  procedm-e  for  controlling 
the  rate  and  timing  of  expenditures  from  appropriations  is  adminis- 
tered by  the  Budget  Division,  When  the  allotments  have  been 
determined  on  the  basis  of  schedules  submitted  by  the  departments 
abd  agencies,  the  Budget  Division  sends  them  at  the  beginning  of  each 
quarter  to  the  Comptroller  to  be  sfet  up  in  his  appropriation  accounts 
as  authorizations  for  expenditures  during  that  quarter.  The  lag 
between  departmental  operations  and  the  exercise  of  allotment  control 
in  the  Comptroller's  office  is  frequently  so  large  as  to  make  this 
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control  of  questionable  value.  During  a  quarter  the  Personnel 
Division  apparently  pays  no  attention  to  the  allotments  for  personal 
services;  the  same  may  be  said  of  the  Purchasing  Division  with 
respect  to  the  allotments  for  supplies  and  materials.  In  the 
ciurse  of  a  fiscal  year  v/hatever  is  saved  or  held  back  by  the 
allotment  procedure  in  one  category  of  a  department's  expenditures 
is  usually  transferred  to  another  and  spent.  Incidentally,  these 
transfers  make  up  the  bulk  of  the  transactions  coming  before  the 
Finance  Advisory  Committee,  by  the  end  of  the  bienni-^  the 
departments  will  have  frequently  used  up  all  of  their  appropria- 
tions and  vdll  have  incurred  obligations  which  require  deficiency 
or  "additional"  appropriations.  Recently  these  deficiencies  have 
run  into  considerable  sums  for  the  bienriiom,  sonething  like 
$5,000,000  from  the  general  fund  and  ^.15, 000, 000  from  the  highv;ay 
and  other  special  fvmds. 

There  should  be  a  new  approach  to  budgetary  control,  one  which 
w5>uld  place  the  responsibility  fcr  the  allocation  of  appropriations 
squarely  upon  the  operating  departments  and  agencies.  Such  responsi- 
bility shotild  then  be  enforced  by  the  central  accounting  and  management 
'onits  through  frequent  and  prompt  reports  from  the  departments  and 
agencies  on  the  status  of  comEdtments  against  their  appropriations 
and  the  progress  made  in  their  work  program. 

Mew  Aceounting  System  Heeded 

1.  Any  attempt  to  patch  up  the  present  accounting  system  of 
the  state  government  would  hardly  be  a  profitable  undertaking.  The 
system,  as  it  new  exists,  is  a  piecemeal  affair,  not  properly  related 
In  its  various  parts  and  not  designed  to  meet  the  needs  either  of 
nanagement  or  of  operating  departments,  it  works  througja  a  combina- 
tion of  the  most  diverse  methods  and  the  greatest  assortmentof 
Qechanical  equipment  that  one  is  likely  to  find  anj'if/here.  Under  the 
aurden  of  increasing  services  and  demands,  it  does  not  produce 
satisfactory  financial  controls,  and  it  does  not  turn  out  pi^ompt  and 
eliable  accounting  reports.  The  wonder  is  that  it  continues  to 
\iOTk   at  all.  Incidentally,  the  housing  facilities  foi-  the  central 
Accounts  in  the  Capitol  building  are  wretched.  They  consist  of 
tenced-off  hallways,  attic  cubbyholes  and  fire-trap  spaces,  with 
boor  lighting  and  ventilation. 


A  new  accoiinting  system  shoiQ.d  be  designed  from  top  to  bottom, 
th  the  proper  regard  for  the  adaptation  and  utilization  of  machines. 
iTie  central  accounts  should  be  located  in  satisfactory  office  space. 


li- 


2.  The  new  system  should  provide  for  general  accounts  and  control 
perated  largely  on  a  reporting  basis,  and  located  in  a  central 
poit,  such  as  that  suggested  above.  It  should  also  provide  for 
epartmental  and  institutional  accounts,  including  cost  accounts. 
11  elements  of  the  system  should  be  so  related  as  to  set  up  proper 
udgetary  and  accounting  controls,  and  to  lend  themselves  readily  to 
ostauditing.  Accounting  reports  should  be  devised  and  scheduled  so 
s  to  supply  adequate  iriformation  at  all  times  fcr  both  departmental 
peration  and  top  management. 
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3.  Mien  the  new  system  has  been  designed  and  installed,  there 
should  be  a  manual  of  accounting  procedure  on  a  loose-leaf  basis, 
so  that  it  can  be  easily  kept  up  to  date.  Such  a  manual  is 
necessary  to  instruct  those  who  operate  the  system  and  to  keep  the 
system  on  a  uniform  basis « 

4.  The  general  financial  reports  should  be  redesigned  to  follow 
the  program  budget  and  new  appropriation  structure.  They  should 
present,  in  addition  to  the  customary  accoimting  statements,  infor- 
mation on  the  broad  fiscal  policies  and  programs  of  the  state 
government.  The  essential  accounting  statements  of  these  reports 
should  be  certified  to  by  the  Auditors  of  Public  Accounts. 

III.   SUMMARY  OF  ACTION  NEEDED  TO  EFFECT  SUGGESTED  CHANGES 

A.  Constitutional  Changes: 

1.  Remove  Comptroller  from  the  constitution;  distribute 
his  non-fiscal  functions  to  other  adisinistrative  units, 
and  place  his  fiscal  functions  under  a  general  account- 
ing and  control  unit,  making  them  statutory » 

2.  Remove  the  Treasurer  from  the  constitution j  make  the 
treasfiry  functions  statutory  and  place  thei^tnder  a 
treasury  unit  in  the  administration. 

3.  Provide  for  annual  sessions  of  the  General  Assembly  — 
the  sessions  in  the  even-numbered  years  to  be  short  and 
limited  to  the  budget. 

4.  Provide  for  reduction  as  well  as  elimination  of 
appropriation  items  under  the  Governor's  veto  power. 

B.  Statutory  Changes: 

1.  Abolish  the  Department  of  Finance  and  Control  and 
the  Finance  Advisory  Committee. 

2.  Abolish  the  Tax  Department,  as  now  constituted;  re- 
locate and  regroup  its  fionctions. 

3.  Establish  an  integrated  finance  organisation  containing 
revenue  administration  (now  mostly  in  the  Tax  Depart- 
ment), treasury  functions  (now  Treasurer's  office), 
and  central  accounting  and  control  (fiscal  functions 

of  the  Comptroller). 

4.  Set  up  budgeting  on  a  program  basis  in  the  top  policy 
and  management  sphere  of  the  administration  under  the 
Governor.  Pass  along  all  budget  matters  concerned 
with  day  to  day  operations  to  a  budget  or  finance 
officer  in  each  of  the  major  departments. 


Final  Report 

Survey  Itait  #2  -IS-  December  1949 

Eiscal 

5o  Bring  the  appropriation  structure  in  line  with 
program  biidgeting  and  provide  for  a  new  approach 
to  the  budget. 

6.  Provide  for  central  accounting  and  reporting  properly- 
related  to  departmental  budgeting,  accounting,  and 

costing. 

7.  Abolish  the  Teachers*  Retirement  Board  and  the  St at a 
Employees*  Retirement  Commission.  Consolidate  the 
administration  of  the  Retirement  Systems  and  place  it 
under  the  treasury  unit. 

$o     Set  up  a  system  of  self -insurance  for  the  state 

government,  including  fire,  liability,  fidelity,  and  other 
forms  of  insurance. 

9*  Re-allign  the  functions  and  responsibilities  of  the 
Auditors  of  Public  Accomits. 
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